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are brought face to face with these alternatives:
either recourse must be had to some new form of
taxation which is more objectionable than the licence
tax, because, if it were not so, it would have been
selected in preference to the licence tax; or the yield
from the licence tax must be augmented either by
increasing its rate, or by assessing it on incomes even
smaller than those on which it is now imposed. Such
considerations as these cannot have been absent from
the minds of those who are responsible for the
government of India, and, if they stood alone, they
might be regarded as sufficient to account for the
remarkable change in the official view which is now
taken of Indian finance.

It cannot, however, be doubted that in considering
the causes which have brought home to the Govern-
ment the necessity of increased economy, a prominent
position ought to be given to the serious loss which has
resulted from a depreciation in the value of silver pro-
ducing an unfavourable exchange. As I have already
referred to this subject, it is not necessary again to
explain in detail the manner in which a fall in the
value of silver prejudicially affects the finances of
India. As, however, the home charges have hitherto
steadily increased, it may be desirable not only to
sho'w the manner in which the loss by exchange
depends on the amount of these charges, but also
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